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items for the partner’s previously re-
ported partnership items (including
partnership items included in carry-
over amounts) does not constitute a
partner-level determination where the
Internal Revenue Service otherwise ac-
cepts, for the sole purpose of deter-
mining the computational adjustment,
all nonpartnership items (including, for
example, nonpartnership item compo-
nents of carryover amounts) as re-
ported.

(3) Affected items that require partner-
level determinations. Changes in a part-
ner’s tax liability with respect to af-
fected items that require partner-level
determinations (such as a partner’s at-
risk amount to the extent it depends
upon the source from which the part-
ner obtained the funds that the partner
contributed to the partnership) are
computational adjustments that are
subject to the deficiency procedures.
Notwithstanding the preceding sen-
tence, any penalty, addition to tax, or
additional amount that relates to an
adjustment to a partnership item is
not subject to the deficiency proce-
dures, but rather may be directly as-
sessed as part of the computational ad-
justment that is made following the
partnership proceeding, based on deter-
minations in that proceeding, regard-
less of whether any partner-level deter-
minations may be required.

(b) Interest. A computational adjust-
ment includes any interest due with re-
spect to any underpayment or overpay-
ment of tax attributable to adjust-
ments to reflect properly the treat-
ment of partnership items.

(c) Effective date. This section is ap-
plicable to partnership taxable years
beginning on or after October 4, 2001.
For years beginning prior to October 4,
2001, see §301.6231(a)(6)-1T contained in
26 CFR part 1, revised April 1, 2001.

[T.D. 8965, 66 FR 50558, Oct. 4, 2001]

§301.6231(a)(7)-1 Designation or selec-
tion of tax matters partner.

(a) In general. A partnership may des-
ignate a partner as its tax matters
partner for a specific taxable year only
as provided in this section. Similarly,
the designation of a partner as the tax
matters partner for a specific taxable
year may be terminated only as pro-
vided in this section. If a partnership
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does not designate a general partner as
the tax matters partner for a specific
taxable year, or if the designation is
terminated without the partnership
designating another general partner as
the tax matters partner, the tax mat-
ters partner is the partner determined
under this section.

(b) Person who may be designated tax
matters partner—(1) General requirement.
A person may be designated as the tax
matters partner of a partnership for a
taxable year only if that person—

(i) Was a general partner in the part-
nership at some time during the tax-
able year for which the designation is
made; or

(i) Is a general partner in the part-
nership as of the time the designation
is made.

(2) Limitation on designation of tax
matters partner who is not a United
States person. If any United States per-
son would be eligible under paragraph
(a) of this section to be designated as
the tax matters partner of a partner-
ship for a taxable year, no person who
is not a United States person may be
designated as the tax matters partner
of the partnership for that year with-
out the consent of the Commissioner.
For the definition of United States per-
son, see section 7701(a)(30).

(c) Designation of tax matters partner
at time partnership return is filed. The
partnership may designate a tax mat-
ters partner for a partnership taxable
year on the partnership return for that
taxable year in accordance with the in-
structions for that form.

(d) Certification by current tax matters
partner of selection of successor. If a
partner properly designated as the tax
matters partner of a partnership for a
partnership taxable year under this
section certifies that another partner
has been selected as the tax matters
partner of the partnership for that tax-
able year, that other partner is thereby
designated as the tax matters partner
for that year. The current tax matters
partner shall make the certification by
filing with the service center with
which the partnership return is filed a
statement that—

(1) Identifies the partnership, the
partner filing the statement, and the
successor tax matters partner by name,
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address, identification
number;

(2) Specifies the partnership taxable
year to which the designation relates;

(3) Declares that the partner filing
the statement has been properly des-
ignated as the tax matters partner of
the partnership for the partnership
taxable year and that that designation
is in effect immediately before the fil-
ing of the statement;

(4) Certifies that the other named
partner has been selected as the tax
matters partner of the partnership for
that taxable year in accordance with
the partnership’s procedure for making
that selection; and

(5) Is signed by the partner filing the
statement.

(e) Designation by general partners
with majority interest. The partnership
may designate a tax matters partner
for a partnership taxable year at any
time after the filing of a partnership
return for that taxable year by filing a
statement with the service center with
which the partnership return was filed.
The statement shall—

(1) ldentify the partnership and the
designated partner by name, address,
and taxpayer identification number;

(2) Specify the partnership taxable
year to which the designation relates;

(3) Declare that it is a designation of
a tax matters partner for the taxable
year specified; and

(4) Be signed by persons who were
general partners at the close of the
year and were shown on the return for
that year to hold more than 50 percent
of the aggregate interest in partnership
profits held by all general partners as
of the close of that taxable year. For
purposes of this paragraph (e)(4), all
limited partnership interests held by
general partners shall be included in
determining the aggregate interest in
partnership profits held by such gen-
eral partners.

(f) Designation by partners with major-
ity interest under certain circumstances—
(1) In general. A tax matters partner
may be designated for a partnership
taxable year under this paragraph (f)
only if, at the time the designation is
made, each partner who was a general
partner at the close of such partnership
taxable year is described in one or

and taxpayer
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more of paragraphs (f)(1)(i) through (iv)
of this section as follows:

(i) The general partner is dead, or, if
the general partner is an entity, has
been liquidated or dissolved;

(ii) The general partner has been ad-
judicated by a court of competent ju-
risdiction to be no longer capable of
managing his or her person or estate;

(iii) The general partner’s partner-
ship items have become nonpartnership
items under section 6231(b); or

(iv) The general partner is no longer
a partner in the partnership.

(2) Method of making designation. A
tax matters partner for a partnership
taxable year may be designated under
this paragraph (f) at any time after the
filing of the partnership return for
such taxable year by filing a written
statement with the service center with
which the partnership return was filed.
The statement shall—

(i) Ildentify the partnership and the
designated tax matters partner by
name, address, and taxpayer identifica-
tion number;

(ii) Specify the partnership taxable
year to which the designation relates;

(iii) Declare that it is a designation
of a tax matters partner for the part-
nership taxable year specified; and

(iv) Be signed by persons who were
partners at the close of such taxable
year and were shown on the return for
that year to hold more than 50 percent
of the aggregate interest in partnership
profits held by all partners as of the
close of such taxable year.

(g) Designation of alternate tax matters
partner. If an individual is designated
as the tax matters partner of a part-
nership under paragraph (c), (d), (e), or
(f) of this section, the document by
which that individual is designated
may also designate an alternate tax
matters partner who will become tax
matters partner upon the occurrence of
one or more of the events described in
paragraph (1)(1) (i) or (ii) of this sec-
tion. The person designated as the al-
ternate tax matters partner becomes
the tax matters partner as of the time
the designation of the tax matters
partner is terminated under paragraph
(N(2) (i) or (ii) of this section. The des-
ignation of a person as the alternate
tax matters partner shall have no ef-
fect in any other case.
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(h) Prior designations superseded. A
designation of a tax matters partner
for a partnership taxable year under
paragraphs (d), (e), or (f) of this section
shall supersede all prior designations of
a tax matters partner for that year, in-
cluding a prior designation of an alter-
nate tax matters partner under para-
graph (g) of this section.

(i) Resignation of designated tax mat-
ters partner. A person designated as the
tax matters partner of a partnership
under this section may resign at any
time by a written statement to that ef-
fect. The statement shall specify the
partnership taxable year to which the
resignation relates and shall identify
the partnership and the tax matters
partner by name, address, and taxpayer
identification number. The statement
shall also be signed by the resigning
tax matters partner and shall be filed
with the service center with which the
partnership return was filed.

(J) Revocation of designation. The part-
nership may revoke the designation of
the tax matters partner for a partner-
ship taxable year at any time after the
filing of a partnership return for that
taxable year by filing a statement with
the service center with which the part-
nership return was filed. The state-
ment shall—

(1) ldentify by name, address, and
taxpayer identification number the
partnership and the general partner
whose designation as tax matters part-
ner is being revoked;

(2) Specify the partnership taxable
year to which the revocation relates;

(3) Declare that it is a revocation of
a designation of the tax matters part-
ner for the taxable year specified; and

(4) Be signed by the persons described
in paragraph (e)(4) of this section, or, if
at the time that the revocation is
made, each partner who was a general
partner at the close of the partnership
taxable year to which the revocation
relates is described in one or more of
paragraphs (f)(1) (i) through (iv) of this
section, by the persons described in
paragraph (f)(2)(iv) of this section.

(k) When designation, etc., becomes ef-
fective—(1) In general. Except as other-
wise provided in paragraph (k)(2) of
this section, a designation, resignation,
or revocation provided for in this sec-
tion becomes effective on the day that
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the statement required by the applica-
ble paragraph of this section is filed.

(2) Notice of proceeding mailed. If a no-
tice of beginning of an administrative
proceeding with respect to a partner-
ship taxable year is mailed before the
date on which a statement of designa-
tion, resignation, or revocation pro-
vided for in this section with respect to
that taxable year is filed, the Service is
not required to give effect to such des-
ignation, resignation, or revocation
until 30 days after the statement is
filed.

() Termination of designation—(1) In
general. A designation of a tax matters
partner for a taxable year under this
section shall remain in effect until—

(i) The death of the designated tax
matters partner;

(if) An adjudication by a court of
competent jurisdiction that the indi-
vidual designated as the tax matters
partner is no longer capable of man-
aging the individual’s person or estate;

(iii) The liquidation or dissolution of
the tax matters partner, if the tax
matters partner is an entity;

(iv) The partnership items of the tax
matters partner become nonpartner-
ship items under section 6231(c) (relat-
ing to special enforcement areas); or

(v) The day on which—

(A) The resignation of the tax mat-
ters partner under paragraph (i) of this
section;

(B) A subsequent designation under
paragraph (d), (e), or (f) of this section;
or

(C) A revocation of the designation
under paragraph (j) of this section be-
comes effective.

(2) Actions by the tax matters partner
before termination of designation. The
termination of the designation of a
partner as the tax matters partner
under paragraph (1)(1) of this section
does not affect the validity of any ac-
tion taken by that partner as tax mat-
ters partner before the designation is
terminated. For example, if that tax
matters partner had previously con-
sented to an extension of the period for
assessments under section 6229(b)(1)(B),
that extension remains valid even after
termination of the designation.

(m) Tax matters partner where no part-
nership designation made—(1) In general.
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The tax matters partner for a partner-
ship taxable year shall be determined
under this paragraph (m) if—

(i) The partnership has not des-
ignated a tax matters partner under
this section for that taxable year; or

(ii) The partnership has designated a
tax matters partner under this section
for that taxable year, that designation
has been terminated under paragraph
(N(1) of this section, and the partner-
ship has not made a subsequent des-
ignation under this section for that
taxable year.

(2) General partner having the largest
profits interest is the tax matters partner.
The tax matters partner for any part-
nership taxable year to which this
paragraph (m) applies is the general
partner having the largest profits in-
terest in the partnership at the close of
that taxable year (or where there is
more than one such partner, the one of
such partners whose name would ap-
pear first in an alphabetical listing).
For purposes of this paragraph (m)(2),
all limited partnership interests held
by a general partner shall be included
in determining that general partner’s
profits interest in the partnership. For
purposes of this paragraph (m)(2), the
general partner with the largest profits
interest is determined based on the
year-end profits interests reported on
the Schedules K-1 filed with the part-
nership income tax return for the tax-
able year for which the determination
is being made.

(3) Termination of designation. A des-
ignation of a tax matters partner for a
partnership taxable year under this
paragraph (m) shall remain in effect
until the earlier of the occurrence of
one or more of the events described in
paragraphs (1)(1) (i) through (iv) of this
section or the day on which a designa-
tion under paragraph (d), (e), or (f) of
this section becomes effective. If a des-
ignation of a tax matters partner for a
partnership taxable year is terminated
under this paragraph (m)(3) and the
partnership has not subsequently des-
ignated a tax matters partner for that
taxable year under paragraph (d), (e),
or (f) of this section, the tax matters
partner for that taxable year shall be
determined under paragraph (m)(2) of
this section, and, for purposes of apply-
ing paragraph (m)(2) of this section,
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the general partner whose designation
was so terminated shall be treated as
having no profits interest in the part-
nership for that taxable year.

(n) Selection of tax matters partner by
Commissioner when impracticable to
apply the largest-profits-interest rule. If
the partnership has not designated a
tax matters partner under this section
for the taxable year and it is impracti-
cable (as determined under paragraph
(o) of this section) to apply the largest-
profits-interest rule of paragraph
(m)(2) of this section, the Commis-
sioner will select a tax matters partner
as described in paragraph (p) of this
section.

(0) Impracticability of largest-profits-in-
terest rule. It is impracticable to apply
the largest-profits-interest rule of
paragraph (m)(2) of this section if, on
the date the rule is applied, any one of
the following three conditions is met:

(1) General partner with the largest
profits interest is not apparent. The gen-
eral partner with the largest profits in-
terest is not apparent from the Sched-
ules K-1 and is not otherwise readily
determinable.

(2) Each general partner is deemed to
have no profits interest in the partner-
ship. Each general partner is deemed to
have no profits interest in the partner-
ship under paragraph (m)(3) of this sec-
tion (concerning termination of a des-
ignation under the largest-profits-in-
terest rule) because of the occurrence
of one or more of the events described
in paragraphs (I)(1) (i) through (iv) of
this section (involving death, adjudica-
tion of incompetency, liquidation, and
conversion of partnership items to non-
partnership items).

(3) General partner with the largest
profits interest is disqualified. The gen-
eral partner with the largest profits in-
terest determined under paragraph
(m)(2) of this section—

(i) Has been notified of suspension
from practice before the Internal Rev-
enue Service;

(ii) Is incarcerated;

(iii) Is residing outside the United
States, its possessions, or territories;
or

(iv) Cannot be located or cannot per-
form the functions of a tax matters
partner for any reason, except that
lack of cooperation with the Internal
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Revenue Service by the general partner
with the largest profits interest is not
a basis for finding that the partner
cannot perform the functions of a tax
matters partner.

(p) Commissioner’s selection of the tax
matters partner—(1) When the general
partner with the largest profits interest is
not apparent. If it is impracticable
under paragraph (0)(1) of this section
to apply the largest-profits-interest
rule of paragraph (m)(2) of this section,
the Commissioner will select (in ac-
cordance with the notification proce-
dures set forth in paragraph (r) of this
section) as the tax matters partner any
person who was a general partner at
any time during the taxable year under
examination.

(2) When each general partner is
deemed to have no profits interest in the
partnership. If it is impracticable under
paragraph (0)(2) of this section to apply
the largest-profits-interest rule of
paragraph (m)(2) of this section, the
Commissioner will select a partner (in-
cluding a general or limited partner) as
the tax matters partner in accordance
with the criteria set forth in paragraph
(q) of this section. The Commissioner
will notify both the partner selected
and the partnership of the selection, ef-
fective as of the date specified in the
notice. For regulations applicable on or
after January 26, 1999 (reflecting statu-
tory changes made effective July 22,
1998) and before January 25, 2002, see
§301.6231(a)(7)-1T(p)(2).

(2) When each general partner is
deemed to have no profits interest in the
partnership. If it is impracticable under
paragraph (0)(2) of this section to apply
the largest-profits-interest rule of
paragraph (m)(2) of this section, the
Commissioner will select a partner (in-
cluding a general or limited partner) as
the tax matters partner in accordance
with the criteria set forth in paragraph
(q) of this section. The Commissioner
will notify, within 30 days of the selec-
tion, the partner selected, the partner-
ship, and all partners required to re-
ceive notice under section 6223(a) of the
selection of the tax matters partner,
effective as of the date specified in the
notice.

(3) When the general partner with the
largest profits interest is disqualified—(i)
In general. Except as otherwise pro-
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vided in paragraph (p)(3)(ii) of this sec-
tion, if it is impracticable under para-
graph (0)(3) of this section to apply the
largest-profits-interest rule of para-
graph (m)(2) of this section, the Com-
missioner will treat each general part-
ner who fits the criteria contained in
paragraph (0)(3) of this section as hav-
ing no profits interest in the partner-
ship for the taxable year and will select
(in accordance with the notification
procedures set forth in paragraph (r) of
this section) a tax matters partner
from the remaining persons who were
general partners at any time during
the taxable year.

(i) Partner selected if no general part-
ner may be selected. If all general part-
ners during the taxable year either are
treated as having no profits interest in
the partnership for the taxable year
under paragraph (m)(3) of this section
(concerning termination of a designa-
tion under the largest-profits-interest
rule) or are described in paragraph
(0)(3) of this section (general partner
with the largest profits interest is dis-
qualified), the Commissioner will se-
lect a partner (including a general or
limited partner) as the tax matters
partner in accordance with the criteria
set forth in paragraph (q) of this sec-
tion. The Commissioner will notify
both the partner selected and the part-
nership of the selection, effective as of
the date specified in the notice.

(q) Criteria for selecting a partner as
tax matters partner—(1) In general. The
Commissioner will select a partner as
the tax matters partner under para-
graph (p) (2) or (3)(ii) of this section
only if the partner was a partner in the
partnership at the close of the taxable
year under examination.

(2) Criteria to be considered. The Com-
missioner may consider the following
criteria in selecting a partner as the
tax matters partner:

(i) The general knowledge of the
partner in tax matters and the admin-
istrative operation of the partnership.

(ii) The partner’s access to the books
and records of the partnership.

(iii) The profits interest held by the
partner.

(iv) The views of the partners having
a majority interest in the partnership
regarding the selection.
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(v) Whether the partner is a partner
of the partnership at the time the tax-
matters-partner selection is made.

(vi) Whether the partner is a United
States person (within the meaning of
section 7701(a)(30)).

(3) Limited restriction on subsequent
designation of a tax matters partner by
the partnership. For purposes of para-
graphs (p) (2) and (3)(ii) of this section,
the partnership cannot designate a
partner who is not a general partner to
serve as tax matters partner in lieu of
a partner selected by the Commis-
sioner.

(r) Notification of partnership—(1) In
general. If the Commissioner selects a
tax matters partner under the provi-
sions of paragraph (p)(1) or (p)(3)(i) of
this section, the Commissioner will no-
tify, within 30 days of the selection,
the partner selected, the partnership,
and all partners required to receive no-
tice under section 6223(a) of the selec-
tion of the tax matters partner, effec-
tive as of the date specified in the no-
tice.

(2) Limited opportunity for partnership
to designate the tax matters partner. (i)
Before the Commissioner selects a tax
matters partner under paragraphs (p)
(1) and (3)(i) of this section, the Com-
missioner will notify the partnership
by mail that, after 30 days from the
date of the notice, the Commissioner
will make a determination that it is
impracticable to apply the largest-
profits-interest rule of paragraph
(m)(2) of this section and will select
the tax matters partner unless a prior
designation is made by the partnership.
This delay in making the determina-
tion will permit the partnership to des-
ignate a tax matters partner under
paragraph (e) of this section (designa-
tion by general partners with a major-
ity interest) or paragraph (f) of this
section (designation by partners with a
majority interest under certain cir-
cumstances), thereby avoiding a selec-
tion made by the Commissioner.

(ii) During the 30-day period and
prior to a tax-matters-partner designa-
tion by the partnership, the Commis-
sioner will communicate with the part-
nership by sending all correspondence
or notices to “The Tax Matters Part-
ner’’ in care of the partnership at the
partnership’s address.
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(iii) Any subsequent designation of a
tax matters partner by the partnership
after the 30-day period will become ef-
fective as provided under paragraph
(k)(2) of this section (concerning des-
ignations made after a notice of begin-
ning of administrative proceeding is
mailed).

(s) Effective date. This section applies
to all designations, selections, and ter-
minations of a tax matters partner oc-
curring on or after December 23, 1996,
except for paragraphs (p)(2) and (r)(1),
that are applicable on or after October
4, 2001.

[T.D. 8698, 61 FR 67459, Dec. 23, 1996, as
amended by T.D. 8808, 64 FR 3840, Jan. 26,
1999; T.D. 8965, 66 FR 50558, Oct. 4, 2001]

§301.6231(a)(7)-2 Designation or selec-
tion of tax matters partner for a
limited liability company (LLC).

(@) In general. Solely for purposes of
applying section 6231(a)(7) and
§301.6231(a)(7)-1 to an LLC, only a
member-manager of an LLC is treated
as a general partner, and a member of
an LLC who is not a member-manager
is treated as a partner other than a
general partner.

(b) Definitions—(1) LLC. Solely for
purposes of this section, LLC means an
organization—

(i) Formed under a law that allows
the limitation of the liability of all
members for the organization’s debts
and other obligations within the mean-
ing of §301.7701-3(b)(2)(ii); and

(ii) Classified as a partnership for
Federal tax purposes.

(2) Member. Solely for purposes of this
section, member means any person who
owns an interest in an LLC.

(3) Member-manager. Solely for pur-
poses of this section, member-manager
means a member of an LLC who, alone
or together with others, is vested with
the continuing exclusive authority to
make the management decisions nec-
essary to conduct the business for
which the organization was formed.
Generally, an LLC statute may permit
the LLC to choose management by one
or more managers (whether or not
members) or by all of the members. If
there are no elected or designated
member-managers (as so defined in this
paragraph (b)(3)) of the LLC, each
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